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What the Governors Say About 
Corporations 


The legislatures of thirty-nine states have convened and each 
governor in the exercise of his duty has given to the legislature 
information touching the condition of the state and recommended 
such measures as he has judged expedient. These legislatures are 
now engaged in making laws which will determine the policy of 
their respective states, in most cases, for at least two years to 
come. A study of the recommendations of the governors on any 
subject cannot but be of great interest as an indication of coming ~ 
legislation. . We present below extracts from such messages or 
inaugural addresses of the governors as contain recommendations 
regarding corporations. These recommendations can be divided 
into four general classes: First, as to taxation; second, as to 
trusts and monopolies ; third, as to reforms in the laws regarding 
corporations, and fourth, as to tempering drastic laws now in 
force. When the law-making bodies have adjourned, it will be 
interesting to note what each chief executive has accomplished in 
having the legislation he advised placed on the statute books. 
Gubernatorial recommendations will be compared with laws en- 
acted in a forthcoming issue of the Journal. 


As to Taxation 
JAMES N. GILLETT, GOVERNOR OF CALIFORNIA: 


“The necessity for this reform [revision of the revenue law] 
remains just as strong as ever. * * * Many classes of 
corporations are very inadequately taxed, and there are glaring 
inequalities between different corporations in the same class.” 


G. W. DONAGHEY, GOVERNOR OF ARKANSAS: 


“The governor should be empowered to appoint a tax 
commission of three members to take charge of the entire revenue 
system of the state * * * to direct proceedings, actions and 
prosecutions to be instituted; to enforce the laws relating to 














the liability and punishment of public officials, corporations and 
others for failure to comply with the law; and to cause complaints 
to’be made against local assessors or agents or corporations, and 
to cause the removal from office or other punishment for neglect 
of duty by public officials.” 


JOHN A. JOHNSON, GOVERNOR OF MINNESOTA: 


“As set forth by the Tax Commission, the taxation of 
corporations is not satisfactorily accomplished under the present 
law, largely because the lists now required of these organizations 
do not harmonize with legal conditions. The enactment of a 
law providing for a more extended list of queries is important 
and essential to larger returns and a better enforcement of 
the law.” 


WARREN GARST, GOVERNOR OF IOWA: 


“A bill should be passed * * * to require an annual 
report from all corporations and a filing fee. This is no 
innovation, for we find that our corporations when doing bisiness 
elsewhere are required to pay annual fees in many of the states. 
A law of this kind would probably add from one hundred fifty 
to one hundred seventy-five thousand dollars annually to our 
state exchequer and still be within the bounds of reason and 
fairness. I most earnestly recommend it for your consideration.” 


As to Trusts and Monopolies 
R. S. VESSEY, INCOMING GOVERNOR OF SOUTH DAKOTA: 


“The question of the proper regulation of trusts is one of 
the most vexatious problems now confronting the state and 
national governments. At this time I urge upon you the 
enactment of a law prohibiting, under severe penalties, the 
sale of a commodity by a corporation in one part of the state 
cheaper than in another part, cost of transportation being taken 
into consideration. Further, industrial corporations should be 
prohibited from owning stock in other corporations, and we 
should authorize the filing of quo warranto proceedings to 
dissolve any corporation, the majority of whose stock is thus 
acquired by a holding company.” 











D HENRY A. BUCHTEL, GOVERNOR OF COLORADO: 


After referring to the successful prosecution carried through 
the District Court of Denver County by the Attorney General 
for the dissolution of the grocery trust and other similar cases 
for the dissolution of the brick trust and the coal trust, the 
governor says: 

“ There ought to be an anti-trust law in Colorado which would 
make such combinations in restraint of trade illegal. The people 
should have at all times the benefits of free and fair competition. 
The power of the Attorney General in such suits should be 
enlarged.” 


C. N. HASKELL, GOVERNOR OF OKLAHOMA: 


“The Attorney General’s report is submitted herewith * * * 
I particularly recommend that wherein legislation is asked for 
giving a greater privilege to obtain testimony by compelling 
corporations to present books, records, etc., for inspection and 
for means of obtaining evidence be given your early and careful 
consideration.” 


HERBERT S. HADLEY, GOVERNOR OF MISSOURI: 


“T feel that much has been accomplished, both by the national 
government and by the several states, through civil and 
criminal prosecutions, in restricting the power of monopoly and 
maintaining for the peopie the benefits of competition in trade. 
And in this work I feel that I can fairly say that Missouri has 
done her part. But the somewhat cumbersome process of the 
law, the delays necessarily incident to important litigation, the 
technicalities that make both for delay and for defeat, the 
harshness and sometimes the ineffectiveness of the judgments 
rendered, go to show that there should be some other and 
additional remedies adopted for dealing with the modern 
industrial combination or trust. While the question has not 
been formally passed upon by the courts, I am satisfied that it 
is the right of the state to regulate the charges and the conduct 
of any business which is impressed with a public use by virtue 
of being a monopoly. And I do not think it is of determining 
importance whether the monopoly is a natural one, exists by 
public franchise, or is the result of a combination or trust. 











Assuming this power of regulation to exist I believe that it 
would be advisable to give to the representatives of the state 
the discretionary power to institute proceedings for the purpose 
of regulating the charges and the conduct of a business which 
is in effect a monopoly or impressed with a public use, or to 
proceed in the courts to pynish and suppress it. Such a law 
offering such a discretion exists in other states, and while it 
has not had sufficient trial to justify any final conclusions 
concerning its effectiveness and advisability, I feel justified by 
reason of actual experience, in bringing this matter before you 
for your investigation and consideration.” 

Governor Hadley also suggests an increase in the revenue 


by imposing a tax for state purposes on the capital stock of 
corporations. 


ROBERT B. GLENN, RETIRING GOVERNOR OF NORTH 
CAROLINA: 


“The result of. the recent cases before the Supreme Court of 
Missouri shows that unlawful combinations and trusts can be 
controlled, even to the extent of driving them out of the state. 
* * * [therefore unhesitatingly say to the General Assembly, 
encourage in every way possible each legitimate concern and 
business in the state, pass such laws as will encourage them, 
shield them from unjust taxation and insure their enjoyment of 
peace and protection * * * but at the same time thoroughly 
examine every corporation, combination or concern doing business 
in the state, and if any are found that are engaged in trying to 
crush out competition, unlawfully lowering or raising prices or 
in any other form or manner trying to monopolize trade or 
stifle competition, then control such unlawful associations or 
monopolies, even though it be necessary to drive the business 
entirely out of the state.” 


WM. W. KITCHEN, INCOMING GOVERNOR OF NORTH 
CAROLINA: 


“The Attorney General should be authorized to examine 
every proposed charter for corporations to see that it violates 
neither the written nor unwritten law. He should be specifically 
charged with the duty of enforcing our law against all 
corporations, domestic and foreign, habitually violating its 








provisions. * * * We should require every foreign corporation 
to obtain license to do business in this state, and should provide 
that such license should be revoked when it is engaged in violating 
our law, or in attempting under the powers of monopoly to 
exact from the industrial life of the state unreasonable profits 
with which to pay dividends upon fictitious values or watered 
stock. Such license should also be revocable when any such 
corporation maintains an established office in this state for the 
transaction of its regular business or the collection of its 
revenues, enriching itself from our people under our laws and 
by our comity and yet fails to submit to the jurisdiction of our 
courts, as all our domestic corporations are required to do. 
* * * We have reached that stage of industrial and material 
strength where if every foreign corporation should unite ‘in 
withdrawing from our state, domestic corporations, obedient to 
the public will, respecting the people’s law, will take the -places, 
perform the functions and render the services now by such 
foreign corporations performed and rendered. * * * The 
corporate monopoly that by. foul means wilfully and needlessly 
destroys its rival by wrong doing for the purpose of exacting 
unjust profits from the public should forfeit its existence.” 


T. M. CAMPBELL, GOVERNOR OF TEXAS: 


“The last Legislature enacted a law authorizing the Attorney 
General to examine the books, papers and records of all 
corporations doing business in this state, wherever such records 
might be located, under penalty of forfeiture of charter or 
permit if refused. It also passed a law authorizing the Attorney 
General to take the testimony of witnesses orally outside the 
state and compelling corporations to produce their officers, agents 
and books, before a special commissioner for examinations under 
penalty of having a judgment by default rendered against them 
for failure or refusal to comply with the law. The Thirtieth 
Legislature also enacted a law giving the state a lien upon the 
property of corporations violating the anti-trust laws, and 
provided for the appointment of receivers upon conviction of 
such corporations for violating said law. The law further 
provided that a cause of action should not abate by reason of 
the dissolution of such corporations. * * * By virtue of 
these acts, the charters of offending corporations have been 











forfeited, receivers have been appointed, unlawful combinations 
dissolved and further unlawful acts perpetually enjoined. * * * 
That it may be known and understood that Texas proposes to 
enforce her laws, that the people of our state will be 
protected against the unjust exactions of trusts and law-breaking 
corporations, and in view of what has already been achieved, I 
recommend that ample appropriations be made to continue the 
good work.” 


GEORGE L. LILLEY, GOVERNOR OF CONNECTICUT: 


“Combinations of capital and combinations of labor are to-day 
subjects of vast importance and interest to the masses of our 
citizens. There seems to be little doubt that the time is rapidly 
approaching when the test to be applied to combinations of 
capital will relate, not to the question as to whether there is a 
combination, but whether that combination, in its operation, 
actually results in bringing about an unreasonable restraint of 
trade, and thus inflicts injury on the people. * * * In other 
words, if the act when done by one man would not be a crime, 
then it should be held equally innocent if it resulted from the 
combination or agreement of many men. And if, as I am 
informed, there is doubt as to what the law of this state is on 
this subject, I recommend such legislation as will remove that 
doubt and make the law as above suggested.” 


‘ 


As to Reforms in Corporation Laws 
WM. SPRY, GOVERNOR OF UTAH: 


“T would call your attention to the very comprehensive report 
of the Attorney General, and the various recommendations that 
officer makes, important among which is the suggestion that there 
be a provision whereby the public may know when the corporate 
bodies which have obtained privileges are exceeding their 
corporate limits or are defrauding the public, and the further 
recommendation that such steps be taken as will insure the 
correction or removal of any evils which may have crept into 
our laws regarding corporations.” 
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ALBERT E. MEAD, GOVERNOR OF WASHINGTON: 


“ Legislation should be enacted designed to protect the innocent 
purchaser of stock as well as the legitimate promoter from the 
irresponsible manipulator. Incorporations based upon unpatented 
claims should be declared illegal, since such holdings may lapse 
at any time; or else the board of directors of such corporations 
should be made personally liable for all debts contracted until the 
claims are patented at the expense of the promoters; no transfer 
of promoters’ stock should be permitted until all of the treasury 
stock has been disposed of; all moneys derived from the sale 
of treasury stock should be placed in escrow until at least 
one-half of the treasury stock has been sold for cash, and unless 
such an amount is sold within a certain time—say six months— 
all such moneys should be returned intact to the subscribers, and 
such other provisions should be incorporated as will adequately 
safeguard the interests of investors.” 


COE L. CRAWFORD. RETIRING GOVERNOR OF 
SOUTH DAKOTA: 


“ By Section 7, of Chapter 104, Session Laws of 1907, Section 
786 of the Revised Civil Code of 1903, was amended so as to read 
as follows: 

“*Any corporation sane under the general incorporation 
laws of this state may provide in the articles of incorporation for 
having one or more business officers without this state at any 
place to be named in the articles of incorporation, and to hold 
any meetings of the stockholders or directors of the corporation 
at either of such offices so provided for, but every such corporation 
having a business office out of this state must have its main office 
for the transaction of business within this state to be also 
designated in such articles.’ 

“Section 1 of the same chapter amended the old law by 
requiring that one only of the ‘directors or officers’ of the 
corporation shall be a resident of this state. 

“ While Chapter 104 referred to contains some good provisions, 
and I approved the law when it was passed, I am satisfied that 
the above two provisions are being abused. Corporations without 
a bona fide capital, and with practically all their officers, 
directors, share-holders and principal offices outside the state, 
and only a nominal office within the state, and with not one single 
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dollar of assets within the state, receive incorporation certificates 
and engage in fraudulent practices in other states. 

“Tt is not the good faith and honest corporation organized 
under this statute that is complained of, but bitter complaint is 
made of the fraudulent companies that take advantage of it. A 
change should be made in the statute which will insure 
greater security for the public and more conclusive evidence of 
responsibility and good faith on the part of incorporators not 
residing within the state than is now given.” 


JOSEPH H. KIBBEY, GOVERNOR OF ARIZONA: 


“The considerable revenue realized from this source should 
not blind us to the fact that our laws governing the formation of 
corporations are entirely too loose and liberal. At an expense 
of a few dollars, a corporation can be created and organized 
under our laws, at any ‘capitalization’ that the promoters may 
choose, and the provisions as to paid-in capital are so loose that 
it is not really necessary that the actual capital shall ever be 
anything but nominal. Thousands of corporations thus formed 
are doing business in all parts of the United States, and the 
absence of restrictions on our part affords unlimited opportunities 
for frauds upon investors in the shares and upon creditors of 
such corporations.” 


FRED M. WARNER, GOVERNOR OF MICHIGAN: 


“Over capitalization and stock watering manipulations by 
corporations is an evil which disastrously affects the general 
public. The railroad companies have been the greatest offenders 
in this respect. When these practices are indulged in by public 
service corporations the general public pays tribute through the 
exaction from them of increased tolls. The general public, too, 
is the prey of all corporations which seek to pay dividends on 
watered stock or which unload such stock upon a confiding people 
who are at all times seeking legitimate investment for their 
surplus funds. The result in either case is robbery which should 
be specifically prohibited by statute. To the end that the public 
may be protected in this respect, all issues of stocks and bonds 
of public service corporations, at least, should, in my opinion, be 
required to have the approval of some competent state authority.” 
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THOMAS R. MARSHALL, GOVERNOR OF INDIANA: 


“The problem confronting the people of this State with 
reference to corporations and stocks and bonds which have been 
watered, is one that cannot be equitably adjusted offhand. It 
must, however, be true that as the corporation is the creature of 
the state, the state must, by every implication of law, retain 
the right to control and regulate the corporation. The creature 
cannot legally grow to be greater than its creator. To squeeze the 
water out, as it is popularly described, has the feature in it of 
making the just pay the penalty of the unjust. While discussing 
these problems and seeking a remedy we are permitting our 
corporate laws to remain as they were, and we are breeding other 
corporations which will water their stock and their bonds the 
same as those concerning which we complain. Whether we 
can remedy the evil of the past or not, we can prevent a 
continuance of it for the future. I recommend, therefore, an 
amendment of the corporate laws of, Indiana in toto if possible, 
if not, to the extent that hereafter a dollar’s worth in money or 
in property of the fair value thereof in the market must go 
into every corporation for every dollar of stock, and no bonds 
shall ever be floated until dollar for dollar shall pass into the 
treasury of the corporation floating the same.” 








B. M. FERNALD, GOVERNOR OF MAINE: 


“T suggest to your consideration a reform in our corporation 
laws. While it is true that the state is receiving large revenue 
from this source, it is also true that, in a considerable measure, 
it is the price of prostitution. Much of the scandal connected 
with corporations is made possible by such loose corporation laws 
as we have in Maine. I hope you will take steps to remodel them, 
along evident lines of reform, thus restoring to Maine her self 
respect.” 





JUDSON HARMON, GOVERNOR OF OHIO: 


“We should carefully supervise the creation and extension of 
corporate rights so that the name of the state shall not be used 
to decorate securities which do not represent good faith and full 
value. We should refuse to admit to deal with our citizens 














corporations not subjected to. like precautions. Other states would 
quickly find themselves compelled to do the same. But if any 
should persist in letting office boys with typewriters produce at 
will corporations of false personnel and pretended domicile, they 
would soon find the industry unprofitable.” 


JOHN FRANKLIN FORT, GOVERNOR OF NEW JERSEY: 


“It is wisdom on the part of our state to continue as liberal a 
policy toward corporations as is consistent with fair dealing and 
the creation and maintenance of honest corporate organizations. 
Of late years it has seemed as if any attack upon capital engaged 
in enterprises, under corporate form, was thought to meet popular 
approval. If this were ever true, it is safe to say that the people 
are not now affected by such unreasonable prejudice. 

“New Jersey should continue, and if possible broaden, her 
past policy as to the organization of corporations. They came to 
us because of the conservative, settled character of our judiciary 
and the fairness of our past legislative treatment. Criticism of 
our corporation laws by citizens of other states has about ceased, 
except as to a few unreasoning and unreasonable persons.” 


As to Tempering Drastic Legislation 


W. R. STUBBS, GOVERNOR OF KANSAS: 


“The preserft corporation law seems to provide that when a 
corporation abuses its power a receiver shall be appointed for 
the purpose of winding up its affairs and disposing of the 
corporate property. This is often too drastic. The law should 
be amended so as to provide for receivers to correct corporate 
abuses, and when corrected to hand back the corporate property, 
without dissolving the corporation, into the hands of its owners 
and managers, subject to the supervision-of the court. This 
amendment should be supplementary to the present law, so that 
either judgment may be pronounced at the discretion of the 
court.” 


Ke. 
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